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Introduction 

The purpose of this presentation is to provide our readers with a very simple economic and market 

overview of the GCC region.  

A quick reference tool, a snapshot of sorts, that contains basic, but key information about the region. 

The analysis covers the following topics: 

 

    

    A macro economic snapshot of the GCC region 

    Our  current outlook on oil 

    FAB’s GCC FX & Rates market capabilities 
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Economic Outlook 

• Since its establishment in May 1981, and until the COVID-19 

global pandemic, the Gulf Cooperation Council – Saudi Arabia, 

the United Arab Emirates, Oman, Kuwait, Qatar and Bahrain – 

had posted strong annual growth and fiscal surpluses. 

• Until 2020, per capita income had historically equaled and in 

some cases exceeded the levels of the G10 nations.   

• But COVID-19 and the associated socio-economic lockdowns 

turned the economic landscape upside down and into recession.  

• The GCC region in 2021 is tracking global reflation, but myriad 

challenges remain. The path to recovery is anything but smooth.  

• We forecast UAE’s economy to expand +2.4% in 2021, a 

rebound from last year’s -6.1% contraction. KSA should grow by 

a similar magnitude this year (from -4.1% in 2020). 

 

 

 

 

 

 

 

• Economic diversification efforts over recent years, away from 

petrochemical revenues, exacerbated the 2020 economic hit as 

air travel was grounded, population growth reversed and retail 

and hospitality activity was constrained by social-distancing.  

• Reflation is underway, aided by recent oil price strength, but a 

‘shallow-U shaped’ recovery will still leave economic activity 

below pre-pandemic levels, perhaps until 2023.   

• Government stimulus in response to coronavirus has negatively 

impacted GCC members’ fiscal balances. From balanced budget 

aspirations at the start of 2020, most economies ended last year 

in deep deficit territory. FY2021 should see deficits reduce, but 

return to balanced budgets unlikely before FY 2023. Higher oil 

prices a positive for current account deficits.  

• We are optimistic that the global economy will continue to 

recover through 2021, albeit highly dependent on roll out of 

Covid-19 vaccination programs.  

• The UAE remains the most diversified economy in the region and 

should benefit sharply from a continued global macro recovery 

and resumption of tourism activity.  

• Diversification is also now a key theme in all six GCC countries 

particularly Saudi Arabia, which has embarked on a massive 

economic and social reform program called ‘Vision 2030’.   

GCC has not been immune to the hiatus in 

global growth from the COVID-19 pandemic 

Source: FAB/IMF 

GCC has not been immune to the hiatus in global growth from the COVID-19 pandemic 🌍 
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Economic Outlook 

• Unprecedented monetary and fiscal stimulus has helped to fuel 

early-stage economic recovery. But as reflation becomes more 

widespread during FY2021, how will global markets react to the 

eventual tapering / withdrawal of these life support systems?  

• The ‘reflation’/’taper’/’tighten’ narrative offers no reason to panic. 

Rather it should be seen in the positive context of the improving 

macro fundamental landscape, from the depths of the Q2 2020 

recession, on which it is founded.  

• IMF data suggests the GCC region contracted by 4.8% last year 

(2020) after modest regional growth of 0.7% in 2019. The IMF 

now forecasts an economic recovery to +2.7% GDP growth this 

year and +3.8% expansion in 2022.  

• IMF sees UAE GDP growth of 1.7% in 2019, followed by sharp 

(6%) recession in 2020. Rebound forecast for 2021 to +3.1%, 

+2.6% in 2022. (FAB: -6.0% 2020; +2.4% 2021; +3.2% 2022).  

• It is hoped that (delayed) Dubai EXPO will bring positive 

economic momentum to the GCC region more broadly. Covid-19 

remains a threat locally and regionally, but if the pathogen can be 

perceived as ‘contained’, the regional GCC economies should be 

primed to rebound.   

• IMF data shows GCC inflation of -1.5% in 2019 as pandemic hit 

and small recovery to +1.2% in 2020. IMF now forecasts GCC 

inflation of +2.7% this year and +1.9% in 2022.  

 

• The recent stabilization in oil prices as a primary result of 

OPEC/OPEC+ production cut agreements, as well as generic 

global macro reflation expectations will remain a positive factor 

for GCC member states’ government revenues and sovereign 

fundamentals over the coming 12 months.  

• Reduction in red tape and introduction of more investor friendly 

regulations; eg: long-term ‘Golden’ residency visas, 100% foreign 

ownership laws  etc. should help to boost the private sector. 

• The five GCC currency pegs to the USD are expected to remain 

in place in the near to medium-term; central banks to continue to 

track FED moves (Kuwait uses a basket regime). Adequate 

reserves to cushion any near-term pressures on the pegs.  

• Structural reforms need to continue to focus on economic 

diversification, private sector (SME) development, and labor 

market and fiscal reforms including pensions 

• The GCC nations are adapting to changing global economic 

conditions, but numerous challenges remain, such as a still high 

dependence on energy sector related revenues in most states, 

and the ongoing reliance on the government sector to drive 

recovery in the post-pandemic era.  

• Economic impacts of the pandemic will be slow to recede. 

Deeper private sector involvement must be encouraged, whilst 

public sector needs to become more efficient and transparent. 

Rebound in growth albeit 

at a slower pace 
Rebound in growth albeit at a slower pace 📈 
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GCC Population - How do the Countries Compare? 

Source: FAB / IIF / World Bank / United Nations (2020 Figures) 
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GDP – Who Generates the Lion’s Share? 

Source: FAB/IMF/IIF 
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GCC GDP Growth Trend (IMF figures and forecast) 

Source: FAB/IIF/IMF 
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Recovery in fiscal gaps reversed by COVID-19 

Source: FAB/IIF/IMF 
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Key Fiscal Data Points (2021 Forecast*) 

Note: * Institute of International Finance (IIF) forecast as per its Aug 2021 update;  Source: FAB/IMF/IIF/Gov.Statistical Centers 
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GCC Sovereigns credit ratings 
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Notes: The ratings mentioned here are composite credit rating for each issuer. Please see appendix for the methodology of calculating composite credit rating; * Dubai is not rated by any rating agency and we have 

assigned a proxy rating of ‘BBB-’ based on its fundamentals with a relative comparison to Dubai GREs - DEWA (Baa2) and DP World (Baa3/BBB-) - and Emirate of Sharjah (Baa2/BBB); Source: Bloomberg/FAB 
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GCC Sovereign Credit Ratings and CDS Spreads versus Peers 

Notes: * X-axis represents the composite rating (please refer Appendix for calculation method); Dubai is not rated by any rating agency and we have assigned a proxy rating of ‘BBB’ based on its 

fundamentals with a relative comparison to Emirate of Sharjah (Baa2/BBB) and Dubai GREs like DEWA (Baa2); and DP World (Baa3/BBB-); The ratings have been arranged from higher to lower starting 

from ‘AA’, followed by ‘AA-’ and so on; CDS levels are for 16th September 2021; Source: Bloomberg 
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Crude Market Outlook  

• After WTI touched record lows in 2020, we have since seen a far 

stronger than expected recovery in crude prices during the first 

half of 2021. 

 

• This rebound has been driven primarily by the introduction of a 

COVID-19 vaccine and the consequent slow but steady reopening 

of the global economy, supported by the strict adherence to their 

relative production allocations by signatories to the OPEC+ output 

cut accord.  

 

• Global crude inventories have declined sharply and most are now 

below their 5 year average, although certain petroleum blends 

such as A1-Jet are still lagging with global air travel unlikely to 

return to pre-pandemic levels until late 2022.  

 

 

 

 

 

 

 

 

 

 

 

• Despite the recovery in prices, overall US crude output has been 

reasonably muted thus far, due to the majority of shale producers 

continuing to focus on cost cutting, tighter environmental 

regulations and previous ardent investors/lenders into this sector 

being much more selective.  

 

• On the geopolitical front, indirect talks between the US and Iran on 

a possible return to the JCPOA agreement have been on hold 

since the new more hardline administration under President Raisi 

took office in Tehran. However, both a complete collapse of the 

talks or a sudden breakthrough are still very possible, with the 

latter event probably the most underpriced outcome by the market 

at this stage. Meanwhile, although Libyan production has 

recovered back above 1 mio bpd since the peace accord was 

signed late last year, ongoing funding and maintenance issues, 

internal disagreements as well as protest action continues to delay 

a full recovery.  

 

• In terms of forecasts, and taking into account all of the above we 

remain positive in the outlook for global crude demand, especially 

in Asia. However, calls by some analysts for a possible move 

closer towards the US$100 a barrel level seem to us to be too 

optimistic at least for this year, especially as concerns remain over 

the appearance of more infectious COVID-19 variants, and 

China’s recent macro numbers have been mixed. As such we 

expect Brent to average US$68 a barrel this year.  

COVID-19, Shale & Geopolitics 

2021 Fiscal Break-Even* 

Bahrain 88 US$ 

Saudi Arabia 76 US$ 

Oman 73 US$ 

Kuwait 70 US$ 

UAE 65 US$ 

Qatar 43 US$ 

Note: * Estimates only; Sources: IMF/IIF/S&P Platts/FAB 
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2021 Budget Break-Even Oil Prices (US$) 

Note: * FAB estimates; Source: IIF/FAB 
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Govt. Dependency on Oil Revenues 
(% of govt. revenue from oil vs oil B/E price) 

Note: * FAB estimates / # IIF estimate; Source: FAB/IIF 
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GCC Economic Snapshot – the key numbers* 

Indicators 

Nominal GDP 

(US$ Billion) 

Real GDP 

(% change y-o-y) 

Per Capita GDP 

(US$ Thousand) 

P. Capita Real GDP 

% change y-o-y 

Nominal GDP from 

oil sector (% share) 

Gov. Revenue from 

oil sector (% share) 

Inflation 

(% change y-o-y) 

Budget Balance 

as % GDP 

Net Foreign Assets 

in US$ billion 

Govt. Debt 

as % of GDP 

Total External Debt 

as % of GDP 

Foreign Direct Inv. (FDI) 

in US$ billion 

Fx Reserves 

in US$ billion 

Note: * As estimated by Institute of International Finance (IIF) in its Aug 2021 update;  Source: IIF/IMF/WB 

UAE 

2019 2020 2021F 

417 359.3 425 

3.4 -6.1 2.4 

42.7 36.3 41.2 

1.9 --7.3 2.6 

29.1 29.1 28.5 

50% 41% 48% 

3.1 -1.9 -0.8 

0.6 -7.3 -1.3 

113.8 132.1 140.1 

27.1 36.2 32.8 

78.1 99.6 91.2 

17.9 19.9 21.2 

107.3 103.2 103.2 

Saudi 

2019 2020 2021F 

793.0 700.1 788 

0.2 -4.1 2.4 

23.1 20.1 22.4 

-1.4 -5.7 0.9 

38.2 37.5 36.6 

64% 56% 62% 

-2.1 3.4 3.1 

-4.5 -12.2 -3.8 

512.8 467.1 458.7 

22.8 32.5 31.8 

23.2 29.8 30.4 

4.6 5.5 7.2 

499.1 453.2 484.2 

Oman 

2019 2020 2021F 

76.3 72.1 80.3 

-0.8 -4.4 1.2 

16.1 16.2 16.2 

-2.4 1.7 0.2 

41.4 42.9 43.3 

75% 67% 75% 

0.1 -0.9 2.4 

-6.7 -17.3 -4.4 

12.9 9.2 10.3 

61.2 74 64.1 

74.8 84.3 75.4 

3.4 2.8 3.0 

16.7 15.0 16.3 

Kuwait 

2019 2020 2021F 

136 106 128 

0.7 -8.5 1.3 

28.5 21.6 25.5 

-2.6 -10.7 --1.1 

46.2 45.9 44.9 

66% 49% 63% 

1.1 2.1 2.2 

4.8 -32.7 -20.5 

63.9 69.5 74.0 

5.6 4.5 10.9 

50.2 67.9 58.8 

0.11 0.94 0.11 

39.8 48.1 52.1 

Qatar 

2019 2020 2021F 

175.8 146.4 174.3 

0.8 -3.7 3.1 

62.1 50.8 59.6 

-1.0 -5.4 1.6 

38.0 38.6 38.5 

41% 35% 42% 

-0.9 -2.6 1.1 

1.0 -2.1 1.4 

-42.5 -68.1 -62.9 

62.3 71.8 58.2 

122.9 138.7 125.5 

-2.8 -2.4 0.5 

37.7 37.5 42.8 

Bahrain 

2019 2020 2021F 

38.7 34.7 38.5 

2.1 -5.1 2.6 

26.05 23.6 25.7 

3.4 -4.3 1.1 

18.5 19.5 19.2 

72% 70% 75% 

1.0 -2.3 1.0 

-7.5 -15.5 -7.5 

0.79 -1.58 -1.48 

92.9 119.7 113.3 

207.6 242.6 223.0 

1.5 1.01 1.31 

3.4 1.9 2.0 
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Disclaimer 

Important Notice: This communication has been prepared by individual personnel of First Abu Dhabi Bank PJSC or its affiliates (collectively, “FAB”) and, accordingly, it may not represent the views of FAB. FAB is licensed and 

regulated by the Central Bank of the United Arab Emirates and its registered office address is P.O. Box 6316, 1 – Al Qurm, Abu Dhabi, the United Arab Emirates. This communication is directed at persons (i) who have been or 

can be classified by FAB as eligible counterparties, professional clients or sophisticated investors, (ii) who have experience in matters relating to investments and (iii) other persons to whom it may otherwise lawfully be 

communicated. No other person should review the contents or access the products or transactions discussed in this communication.  All material contained herein, including any proposed terms and conditions, is indicative and 

for discussion purposes only, is subject to change without notice, is strictly confidential, may not be reproduced and is intended for your consideration only. It does not include a number of terms and conditions that will be 

included in any actual transaction and final terms and conditions are subject to further discussion and negotiation nor does it purport to identify all applicable risks. This communication is not a commitment to deal in any 

product, offer financing or enter into any transaction described herein. FAB is not acting as your agent, fiduciary or investment adviser and is not managing your account. The provision of information in this communication is 

not based on your individual circumstances and must not be relied upon as an assessment of suitability for you of a particular product or transaction. It does not constitute investment advice and FAB makes no 

recommendation as to the suitability of any of the products or transactions mentioned. Even if FAB possesses information as to your objectives in relation to any transaction, series of transactions or trading strategy, this is not 

sufficient for, and does not constitute, any assessment of suitability for you of any transaction, series of transactions or trading strategy. Save in those jurisdictions where it is not permissible to make such a statement, FAB 

hereby informs you that this communication should not be considered as a solicitation or offer to sell or purchase any securities, deal in any product or enter into any transaction. You should make any trading or investment 

decisions in reliance on your own analysis and judgment and/or that of your independent advisors and not in reliance on FAB and any decision whether or not to adopt any strategy or engage in any transaction will not be 

FAB’s responsibility. FAB does not provide investment, accounting, tax, financial, legal, regulatory or other advice; such matters as well as the suitability of a potential transaction or product or investment should be discussed 

with your independent advisors. Prior to dealing in any product or entering into any transaction, you and the senior management in your organization should determine, without reliance on FAB, (i) the economic risks or merits, 

as well as the investment, accounting, tax, financial, legal and regulatory characteristics and consequences of dealing with any product or entering into the transaction (ii) that you are able to assume these risks, (iii) that such 

product or transaction is appropriate for a person with your experience, investment goals, financial resources or any other relevant circumstance or consideration. Where you are acting as an adviser or agent, you should 

evaluate this communication in light of the circumstances applicable to your principal and the scope of your authority. Any prices used herein, unless otherwise specified, are indicative. Although all information has been 

obtained from, and is based upon sources believed to be reliable, it may be incomplete or condensed, it has not been verified by FAB and its accuracy cannot be guaranteed.  FAB makes no representation or warranty, 

expressed or implied, as to the accuracy of the information, the reasonableness of any assumptions used in calculating any illustrative performance information or the accuracy (mathematical or otherwise) or validity of such 

information. Any opinions attributed to FAB constitute FAB’s judgment as of the date of the relevant material and are subject to change without notice. Provision of information may cease at any time without reason or notice 

being given. Commissions and other costs relating to any dealing in any products or entering into any transactions referred to in this communication may not have been taken into consideration. Any scenario analysis or 

information generated from a model is for illustrative purposes only. Where the communication contains “forward-looking” information, such information may include, but is not limited to, projections, forecasts or estimates of 

cashflows, yields or return, scenario analyses and proposed or expected portfolio composition. Any forward-looking information is based upon certain assumptions about future events or conditions and is intended only to 

illustrate hypothetical results under those assumptions (not all of which are specified herein or can be ascertained at this time). It does not represent actual termination or unwind prices that may be available to you or the actual 

performance of any products and neither does it present all possible outcomes or describe all factors that may affect the value of any applicable investment or product. Actual events or conditions are unlikely to be consistent 

with, and may differ significantly from, those assumed. FAB shall not be under an obligation to update any information contained in this communication. Illustrative performance results may be based on mathematical models 

that calculate those results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have been considered in developing such assumptions. 

Accordingly, actual results may vary and the variations may be substantial. The products or transactions identified in any of the illustrative calculations presented herein may therefore not perform as described and actual 

performance may differ, and may differ substantially, from those illustrated in this communication. When evaluating any forward looking information you should understand the assumptions used and, together with your 

independent advisors, consider whether they are appropriate for your purposes. You should also note that the models used in any analysis may be proprietary, making the results difficult or impossible for any third party to 

reproduce. This communication is not intended to predict any future events. Past performance is not indicative of future performance. FAB accepts no responsibility and makes no representation to you or to any third parties 

for, and has not independently verified, the quality, accuracy, timeliness, continued availability or completeness of any data or calculations contained and/or referred to in this communication and FAB shall not be liable for any 
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special, direct, indirect, incidental or consequential loss or damage which may be sustained because of the use of the information contained and/or referred to in this communication or otherwise arising in connection with the 

information contained and/or referred to in this communication, provided that this exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to FAB that may not be excluded or restricted. 

The transactions and any products described herein may be subject to fluctuations of their mark-to-market price or value and such fluctuations may, depending on the type of product or security and the financial environment, 

be substantial. Where a product or transaction provides for payments linked to or derived from prices or yields of, without limitation, one or more securities, other instruments, indices, rates, assets or foreign currencies, such 

provisions may result in negative fluctuations in the value of and amounts payable with respect to such product prior to or at redemption. You should consider the implications of such fluctuations with your independent 

advisers. The products or transactions referred to in this communication may be subject to the risk of loss of some or all of your investment, for instance (and the examples set out below are not exhaustive), as a result of 

fluctuations in price or value of the product or transaction or a lack of liquidity in the market or the risk that your counterparty or any guarantor fails to perform its obligations or, if this the product or transaction is linked to the 

credit of one or more entities, any change to the creditworthiness of the credit of any of those entities. FAB (whether through the individual sales and/trading personnel involved in the preparation or issuance of this 

communication or otherwise) may from time to time have long or short principal positions and/or actively trade, for its own account and those of its customers, by making markets to its clients, in products identical to or 

economically related to the products or transactions referred to in this communication. FAB may also undertake hedging transactions related to the initiation or termination of a product or transaction, that may adversely affect 

the market price, rate, index or other market factor(s) underlying the product or transaction and consequently its value. FAB may have an investment banking or other commercial relationship with and access to information 

from the issuer(s) of securities, products, or other interests underlying a product or transaction. FAB may also have potential conflicts of interest due to the present or future relationships between FAB and any asset underlying 

the product or transaction, any collateral manager, any reference obligations or any reference entity. Any decision to purchase any product or enter into any transaction referred to in this communication should be based upon 

the information contained in any associated offering document if one is available (including any risk factors or investment considerations mentioned therein) and/or the terms of any agreement. Any securities which are the 

subject of this communication have not been and will not be registered under the United States Securities Act of 1933 as amended (the Securities Act) or any United States securities law, and may not be offered or sold within 

the United States or to, or for the account or benefit of, any US person, except pursuant to an exemption from, or in a product or transaction, not subject to, the registration requirements of the Securities Act. This 

communication is not intended for distribution to, or to be used by, any person or entity in any jurisdiction or country which distribution or use would be contrary to law or regulation. FAB may process your personal data to 

provide you with information or promotional and advertising communications on products, services, other events and campaigns. 

If you wish not to receive email from the Market Insights team at FAB, please click here to send us your request to unsubscribe, and you shall no longer receive such information. You can also let us know by contacting your 

usual FAB representative should you wish to no longer receive any such further information. You may be entitled according to the applicable laws to exercise your rights to access, to rectification, to erasure and to portability of 

your personal data, to restrict the use of and to object to the processing of your personal data. You may exercise any such aforesaid rights by sending your request to FAB at the following address: privacy@bankfab.com. 
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